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The Honorable Duane K. Wells
Assessor ’ '
" County of Mendoc1no
Courthouse, Room 102
" Ukiah, CA - 95482 -
vear vuane:;
This is in response to your letter of April 28, 1989,
requesting advice regarding the application of Revenue and
Taxation Code section 51.5 to certain property locztec in
Mendocino county. I have also received a letter from David ..
Esg., dated May 8, recarding the same subject. ’

m.

Based on the information furnished in your letter, w

understand that the subject oarcel, located in *re city of
Ukiak, consists of land, cer:ain landscaping imprcvements anc
two office buildings. Since 1979, when it appears that the |
-improvements were added, most of the property (74¢% of the land
and landscaping improvements, and 90% of the buildings) have
heen leased to the Pacific Telephone and Lelec arrn Companyv.
Since .PT&T is a state assessee, your office incorrectiy assured
that the portion of the lanc¢ and improvements leazed t0o FT&7T
were included on the state-zssessee roll. For that reascn, the
county only assessed a portion of the property ceonsisting of
26% of the land and landscaring improvements anc¢ 0% 0I the
huildings. In effect, the prroperty was treated Icr assessment
purposes as if it were two separate parcels. 1In May of i98Z,
the property sold for $550,000 but, based upon the previcus
erroneous assumption regarding the PT&T lease, ycur office
established a new base year value of $76,000 (land $32,500,

improvements $43,500) for that portion of the prcrerty not .
subject to the PT&T lease. In November of l988,,your office
discovered the fact that the remaining portlon 0Z the property
was not state assessed ané that it had, in fact, escaped
assessment. As a result, you enrolled escape assessments for
1985-86, 1986-87 and 1987-88. 1In addition, increased vaiue has
‘been added to the 1988-89 tax roll. These changes in value -
result from your correction of the 1981 base year value of the
property to reflect the full purchase .price for the entire
property, trended forwaro by the inflation factor for each year
thereafter. ' : :
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Although not . expressly stated in your let er, it does not
appear that this was a case in which the property was merely R
underassessed. Rather, the appraisal records .indicate .that the -

parcel was divided into two parts. The smaller portion, . .
consisting of 26% of the land and 10% oF the structures, was_ o N
deemed to be county assessed. The remaining portion of the - R
property was deemed to he state assessed. Thus, with respect . .
to the latter portion of the parcel, the base year value was

completely omitted. When the error was ciscovered in 1988, you
“corrected this omission pursuant to the authority granted by '

Revenue and Taxation Code section 51.5. After correcting the

’base year value which should have been reflected on the roll

Sar oMzess 31082, you adiuszted the base vsar value for esc‘

SUDSC\_{UL&,&— _l,t..nl Gate U0 Leliedlltl Loz inilao.c. . .

escape assessments were issued pursuant to subd1V151on (d) of

"section 51.5 for those years open under the applicable statutes

of limitations. The. escape assessments reflect the fact that

there was a complete omission of assessment of the portion of _
'*he property leased by PT&T. o : . L

Your flrst question asks whether the situation described above
is an example of a clerical error envisioned by subdivision (a)
0of section 51.5. The short answer is "No." "Clerical errors"”
is defined in subdivision (f)(2) of section 51.5 as defects of
a mechanical, mathematical or clerical nature not involving
judgment as to value where it can be shown from the papers in
the assessor's office or other evidence that the defect '
resulted in a base year value that was not intended by the
assessor at the time it was determined. This does not describe
your situation in that the information provicded indicates that
the 1982 base year value estahlished in your working papers for
the property in guestion was the value placec¢ on :the roll.
¥hile vour situation cdoes nct, in our ozinion, cuzlify as a2
clerical error, it is clear that subdivision (a) of section
51.5 authorizes you to correct the base vear value in this
situation. Subdivision (a) mandates that the assessor correct

any error or omission in the determination of a base year
value, including the failure to establish tha* base year value
which does not involve the exercise of an assessor s judgment
as to value.

While subdivision (c) of section 51.5 describes certain types
of errors, including clerical errors, which are not included
within the concept of an error involving the exercise of an
assessor's Jjudgment as to value, that. list is not exclusive.
The situation described here also falls into the category of an
error or omission not involving the assessor's judgment as to
value. It is clear that you dld.not attempt to place any base
year value on the portion of the property leased to PT&T. |
Rather, due to a mistake of fact (i.e., that the property was’
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state assessed), you obeyed ‘the manaate ¢t Revenue and Taxatlon
Code section 405 that requires annual assessment of all . o '
property in vour county, except state- assessed property._iIt

seems beyond debate that your failure to establish a base year
value for the subject property did not ir-volve the exercise of
judgment as’:to value and, thus, sukdivisizn (a) is applicable:

Your second question is whether your office properly enrolled
the escape assessments and addec¢ vzlue tc the 1988-89 tax

roll. Subdivision (&) .of section 31.5 eixpressly authorizes the
use of escape assessments in the case of zn increase of base
vear value. Rased uoon vour commert tha' the error was.

_~.-~~L‘.. - P h “—".—f §- ""C:-"C'?'H'—‘i' -3 e

~ four-year scatutelof iimizations éescricsi in Revenue anc
Taxation Code section 532 is applicable. This provision
permits an escape assessment withir four ~ears after July 1 of
the assessment year in which the property escaped'taxation or
was underassessec. If the escape-assessr:znts were made in
November of 198&, an escapre assessment f£cr the 1985-86
assessment vezr, as defined in section 1.:, falls within the
period descrikred in section 532. Thet iz, the assessment is
made within four vears after July . of 1¢:5. Since the escarpe
assessnment for 1985-86 ic timely, the asszssments for the later
years are also timely. ' ‘ '

a

Your thiré quest

4 -
ion is app11Cable sinze we have concludedé
that section 51.5(a : - S

nct .
) applies here.

e avenues of appeal

Your fourth cuestion reguests acdvics on ==

open to the assessee. Chapter 537 of thes statutes of 1987
which addecd section 51.5, zlso amended szction 80 of the
Revenue and Taxation Ccde by adding subdivision (a)(4) which
authorizes, in :he case of a base vear vziue determined
pursuant to section 51.5, an application Zor equalization
-during the aorropriate °0La112at10~ perizZ for the year in

which the error is corrected or in any o the three succeeding
years. Since the escape assessments wer: made outside the
regular assessment perioc, we are in agrsement with your
conclusion that Revenue and Taxation Cod: section 1605, which
requires that an application for ecualizztion be filed within
60 days after the date the assessee 1s n: ified of the
_assessment; is aopllcable.

n

Mr. David E. Shell requests tha* we also cons1der ‘the questlon
of whether the four-year statute of limi:ations for escape
assessments runs from the year in which zhe property 1n1t1ally
escaped tax or whether it runs backwards from the year in which
the escape was discovered. Citing Dreyer's Grand Ice Cream,
Inc..v. County of Alameda (1986) 178 Cal.App.3d 1174, Mr..Shell
argues that since the error was not discovered and corrected
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within four years after the 1981 change in ownersﬂlpfvﬁhe'.
failure to establish the base year value for the subject
property cannot now be corrected ' :

We are unable to agree W1th Mr. Shell's suggestlon for a number
of reasons. First, it should be recognized that- the Dreyer's
case dealt with the situation in which prcpertj was
underassessed. It was clear from the' facts 'in that case that
the assessor did exercise his judgment as to the value of the
. property. Thus, the case did not deal with the situation where
there was a complete failure to establish a base year value. '
We bel1eve that the Dreyer S dec151on is not appllcable to the
P“s Yefore ue. ; .

Further, Chapter 537 of the Statutes of 1967 was.a direct
leglslatlve response to the Drezer s decision. Part of the
court's rationale in the Dreyer's decision was based upon the
fact that the Legislature had not provided any guidance as to
correction of post-March 1, 1975 base year values. Chapter 537
remedies that situation. ‘ ' '

Of particular interest are the findings and declarations of the
Legislature found in section 1 of Chapter 537. . In part, this

. section declares that the amendments to sections 531.2 andé 532

of the Revenue and Taxation Code are necessary to make clear
that an escape assessment resulting from the correction of an
error in a base year value may be made within four, six, or
eight years, as applicable, after the first day of July of the
assessment year, as defined in section 118, in which the
"property either wholly escaped taxation or was underassescsed.
This declaration is coupled with amendments to sections 531.2
. anéd 532 which expressly state that the term "assessment year”
neans the period defined in section 118. That term.has for
many years been defined in section 118 as the perioé beginning.
with.a lien date and ending immediately prior to the succeedinc .
lien date. " These express references to the section 118
definition correct the language in the Dreyer's decision which
attempts to equate the term w1th the year in which the base
year value is oetermlned _
Return to the statutory meaning of "assessment year® restores
sections 531.2 and 532 to their originally intended meaning.
Thus, for purposes of section 532, the general statutes of = -
limitations for making an escape assessment is four years after
July 1, of the assessment year in which the property escaped
taxation or was underassessed. -In this case, the portion of
the property leased by PT&T apparently escaped taxation in
every assessment year following the 1979 lease of the property
to PT&T. After the 1981 change in ownership which should have
established a new base year value,; the property escaped
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‘taxation in 1982~ 83,'1983 -84, etc. For each year‘

nat the
property escaped taxation, section 531 authorlzes n eséape :
assessment provided that the assessment .is made wizhin the

periods liniseduby gither sections Xludeckat
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by .section:532s:uaBut ;robviously.;viescape: assessmen w¢or l98° -86

and followingsare:authorized, qJ,I«'itrustfcthat:fthe o 901ng

satisfactorily responds to Mr. Shell s»?questlon‘“1‘1'33““ﬁ
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in better understcanglﬁ»gzhfhe rae'sxpggs'grg. \‘fcib&xeq»wﬁ%’“w -'L-;VYO“r
cuestlons. ' T
Very truly yours,
. /4;‘/541 W//"
Richard E. Ochsner :
A331stan* Chief Coctsel
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cc: David . o .

Mr. John W. KHagerty
Mr. Robert H. Gustafson
Mr. Verne Walton



